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Overview 


Consolidated  Annual  Report 
of  the  Province  of  Alberta 
1994-95 

Message  from  the  Provincial  Treasurer 

♦ With  this  year’s  financial  results,  the  province  moved 
one  step  closer  to  securing  Alberta’s  financial  future. 

♦ We’ve  moved  from  a budget  deficit  of  $1,384  billion 
in  1993-94  to  a surplus  of  $958  million  for  1994-95. 
This  is  Alberta’s  first  surplus  in  ten  years. 

♦ Every  dollar  of  that  surplus  goes  to  pay  down  Alberta’s 
debt.  After  adjusting  for  pension  liabilities,  we’ll  make 
a $672  million  payment  on  our  debt. 

♦ As  a result,  our  net  debt  as  of  March  31,  1995  goes 
down  to  $12.7  billion.  This  includes  $5.35  billion  for 
pension  liabilities. 

♦ At  current  interest  rates,  this  year's  surplus  saves 
Alberta  taxpayers  about  $75  million  in  debt  servicing 
charges  each  and  every  year. 

♦ While  this  surplus  is  good  news  for  Albertans,  we  need 
to  remember  that  one  surplus  does  not  mean  that  we’ve 
dealt  with  our  financial  problems.  This  year’s  surplus 
is  enough  to  cover  only  69  percent  of  last  year’s  deficit 
of  $1.4  billion. 

♦ Our  objective  is  to  get  spending  to  a level  we  can  afford 
every  year  — controlling  the  controllables.  That’s  the 
key  to  fiscal  responsibility.  If  we  hadn’t  cut  budgetary 
spending  by  $2  billion  over  the  last  two  years,  we 
wouldn’t  have  a surplus  this  year.  We’d  have  a 

$1  billion  deficit. 
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♦ We’re  doing  what  we  promised:  cutting  what  we 
spend.  Budgetary  spending  is  down  nearly  $1  billion 
from  1993-94.  We  spent  less  than  we  budgeted  in  areas 
like  Agriculture,  Transportation  and  Municipal  Affairs. 
In  priority  areas,  we  spent  what  we  planned  to  spend  in 
Education  and  Advanced  Education  and  we  spent 
more  than  originally  budgeted  in  Health,  including 
$40  million  in  special  assistance  to  the  regional  health 
authorities. 

♦ The  biggest  reason  for  this  year’s  surplus  is  windfall 
revenues,  windfalls  we  can’t  count  on  every  year. 

A growing  economy  meant  record  levels  in  personal 
and  corporate  income  tax  revenues  and  substantial 
increases  in  resource  revenues. 

Those  are  the  highlights  from  this  year's  financial 
results. 

The  release  of  consolidated  financial  statements  is  an 
opportunity  for  government  to  be  accountable:  to  show 
Albertans  how  the  province  has  managed  their  tax  dollars. 
It’s  a time  to  account  for  the  money  we  spent,  to  inform 
Albertans  about  the  bottom  line,  to  compare  our  spending 
and  revenues  to  last  year’s  results,  and  to  report  on  how  our 
actual  financial  results  compared  with  our  budget.  This 
year,  we’re  the  first  in  Canada  to  release  Audited 
Consolidated  Financial  Statements  for  1994-95.  That’s  an 
important  part  of  our  commitment  to  provide  Albertans 
with  open  and  accountable  government. 

This  year,  we’re  setting  that  accountability  standard 
even  higher.  Along  with  this  report  on  the  consolidated 
financial  results,  we  will  release  our  first  annual  report  on 
performance  measures,  just  as  we  promised. 

Measuring  Up  provides  a baseline  for  future  annual 
reports  on  the  performance  of  government.  It  outlines 
22  core  measures  as  well  as  a set  of  societal  indicators, 
which  reflect  trends  in  our  changing  society.  For  most  of 
the  core  measures,  we've  set  targets  we  expect  to  reach  and 
government-wide  efforts  will  be  made  to  get  us  there.  In 
next  year’s  budget,  we  will  establish  a watch  list  of  critical 
issues  which  will  be  carefully  tracked  by  government. 
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And  this  fall,  every  government  department  will  release  its 
own  annual  report  including  performance  measures.  By 
reporting  regularly  on  results,  and  linking  budget  decisions 
to  priorities  and  programs  which  actually  work,  we  can  take 
the  important  next  step  to  focus  our  energies  and  resources 
where  we  know  we  can  get  the  best  results  for  Albertans. 

The  financial  results  for  this  year  demonstrate  three 
clear  messages  for  Albertans:  the  importance  of  taking  a 
fiscally  responsible  course,  the  volatility  of  our  revenues, 
and  the  benefits  of  getting  our  spending  to  a level  we  can 
afford. 

The  first  message  is  fiscal  responsibility,  and  that 
means  taking  care  of  the  bills.  We’ve  taken  the  first  step 
to  pay  down  our  mortgage  with  a lumpsum  payment  of 
$672  million.  This  move  has  a two-fold  benefit:  it  frees  up 
dollars  to  spend  on  Albertans’  priorities  and  it  generates 
long-term  savings  in  debt  servicing  charges  for  taxpayers. 
As  a result  of  this  payment,  our  net  debt  figure  has  dropped 
from  $13.4  billion  on  March  31,  1994  to  $12.7  billion  on 
March  31,  1995.  With  the  pension  liabilities  excluded,  the 
drop  is  even  larger— from  $8,313  billion  to  $7,355  billion. 
We’ve  turned  back  the  debt  clock.  And  that  pays  dividends 
to  Albertans  — savings  of  $75  million  a year  in  debt 
servicing  costs. 

The  First  Step 

- Paying  Down  Alberta's  Debt 

($  millions  - excluding  pension  liabilities) 


Net  Debt  $958  million  Net  Debt 

March  31,  1994  surplus  March  31,  1995 

($8.3  billion)  ($7.4  billion) 
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Financial  Snapshot  (in  $ millions ) 


1992-93 

1993-94 

1994-95 

(Mar  31/93) 

(Mar  31/94) 

(Mar  31/95) 

Unmatured  debt 

20,181 

22,062 

21,577 

Plus:  Other  liabilities 

4,689 

4,601 

4,623 

Less:  Financial  assets* 

17,816 

18,350 

18,845 

Net  Debt  subject  to  Balanced  Budget 

and  Debt  Retirement  Act 

7,054 

8,313 

7,355 

Unfunded  pension  liabilities  subject  to 

elimination  under  legislation 

4,770 

5,066 

5,352 

* Excludes  non-financial  assets  such  as  government  land,  buildings,  highways,  bridges  and 
dams  with  an  estimated  net  book  value  of  over  $7.7  billion  at  March  31,  1995. 


This  year  is  an  important  turning  point  for  Alberta. 
For  the  first  time  in  10  years,  we’re  turning  back  the  debt 
clock.  The  last  time  Alberta  had  a surplus  was  1984-85, 
and  the  surplus  was  $1.2  billion.  Since  then,  we’ve  had 
deficits  every  year  ranging  from  $761  million  to 
$4  billion,  with  an  average  annual  deficit  over  this  period 
of  $2.2  billion. 

Consolidated  Surplus  (Deficit) 

($  millions  - excluding  pension  provisions) 
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The  second  message  is  volatility  in  revenues. 

Albertans  can  ask,  and  rightly  so,  "Why  can't  you  get  it 
right?  Why  are  your  estimates  of  revenues  so  far  off?" 

The  answer  is,  we  use  the  best  advice  from  private  sector 
experts  and  look  at  past  trends,  but  the  reality  is  that  it  all 
comes  down  to  “best  guesses”  because  we  don’t  control 
our  revenues.  Those  same  experts  called  for  $2  per  mcf  for 
natural  gas  and  it  actually  came  in  at  about  $1 .65,  a 20  per 
cent  drop.  We  don’t  set  the  price  of  oil  and  gas,  the  value 
of  the  dollar  or  the  ups  and  downs  in  the  marketplace. 

Each  of  those  factors  is  beyond  our  control,  and  each  one 
has  a direct  impact  on  the  province’s  revenue  picture  for 
the  year. 

1994-95  was  another  exceptional  year  for  resource 
revenue.  In  fact,  this  is  our  third  year  of  resource  revenue 
growth  in  a row.  We  haven’t  seen  that  happen  since  1980. 
We  don’t  plan  for  windfall  revenues.  We  learned  from  the 
1980s  that  we  can’t  count  on  volatile  revenues  to  solve  our 
fiscal  problems.  The  Financial  Review  Commission  and 
other  experts  recommended  that  Alberta  take  a more 
realistic  and  conservative  approach  to  predicting  resource 
revenues.  As  a result,  the  Deficit  Elimination  Act  requires 
us  to  use  prudent  revenue  forecasts.  Our  estimate  figures 
are  based  on  a five-year  revenue  average  as  an  "insurance 
policy"  against  volatile  price  fluctuations  common  to  the 
resource  market. 

This  "insurance"  is  important  because  we  don’t  set  the 
prices  for  oil  and  gas.  We  sell  our  resources  at  prices  set 
by  international  markets  — markets  which  go  up  and  down 
quickly.  To  show  the  impact  of  those  changes  on  our 
revenue  picture,  a $ 1 increase  or  decrease  in  oil  prices 
either  adds  to  the  coffers  or  costs  the  province  about 
$200  million.  A 10  cent  change  in  gas  prices  can  cost  us 
$130  million.  This  year  alone,  while  oil  royalties  came  in 
$448  million  above  what  is  found  in  the  budget  forecast, 
natural  gas  revenues  dropped  to  $324  million  below  the 
budget  forecast. 

Using  conservative  estimates  is  the  only  approach  that 
can  help  shield  us  from  large  and  unpredictable  declines  in 
revenue.  Without  it,  the  task  of  charting  a realistic  course 
toward  balanced  budgets  in  1996-97  and  every  year 
thereafter,  is  next  to  impossible. 
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Corporate  Tax  Revenue 

($  millions) 

1 ,200 


The  third  message  is  that,  in  spite  of  a very  positive 
revenue  picture  this  year,  we'd  be  in  substantial  financial 
trouble  again  this  year  if  we  hadn't  taken  deliberate  efforts 
to  reduce  our  spending.  In  fact,  we'd  be  faced  with  a 
$1  billion  deficit. 

With  the  actions  that  have  been  taken  over  the  last  two 
years  to  restructure,  reduce  costs  and  streamline  services, 
and  with  the  strong  support  of  Albertans,  we’ve  made  good 
progress.  Consistent  with  our  balanced  budget  plan,  we 
reduced  spending  by  almost  $1  billion  from  1993-94. 

We’re  almost  at  the  point  where  our  spending  is  at  a level 
we  can  afford  in  good  times  and  in  bad.  By  1996-97,  that 
goal  will  be  achieved. 

Faced  with  the  positive  results  for  this  year,  some 
Albertans  may  ask,  “why  can’t  we  let  up  on  the  balanced 
budget  plan?”  The  answer  is  because  we  haven’t  solved 
our  fundamental  spending  problem.  The  last  10  years  are 
ample  proof  that  we  can’t  count  on  booming  revenues  to 
get  our  financial  house  in  order.  We  need  to  control  the 
controllables  - and  that’s  our  spending. 

Albertans  can  be  credited  with  much  of  the  headway 
we’ve  made  in  reaching  our  goal.  The  course  we’ve  taken 
hasn’t  been  an  easy  one.  And  at  times  it’s  easy  to  lose 
sight  of  where  we’re  headed.  But  this  year’s  financial 
report  to  Albertans  shows,  without  a doubt,  that  we’re 
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making  progress.  Major  strides  have  been  made  in 
restructuring  government.  Inefficiencies  are  being 
eliminated.  New  and  creative  ways  of  providing  services 
are  being  put  in  place.  Results,  rather  than  dollars  spent, 
are  beginning  to  drive  funding  decisions.  But  the  bottom 
line  is,  we  still  have  a long  way  to  go. 


The  government  is  starting  to  live  within  taxpayers’ 
means  — without  raising  taxes.  While  the  destination  is 
close,  it  has  not  yet  been  reached.  We  must  stay  the  course 
to  a more  affordable  and  accountable  government,  quality 
programs  for  Albertans  and  demonstrated  results. 


bU  kxln 


Jim  Dinning 
Provincial  Treasurer 


Actual  Results  Compared  to  Budget  (in  $ millions ) 

1994-95 

1993-94 

Actual 

Budget 

Actual 

Revenue 

13,399 

11,429 

12,465 

Program  spending 

Operating 

Capital  investment 

Capital  amortization 

11,082 

569 

(190) 

11,132 

683 

(190) 

12,239* 

801 

(178) 

Debt  servicing 

11,461 

1,571 

11,625 

1,502 

12,862 

1,469 

Total  spending 

13,032 

13,127 

14,331 

Other  funds  and  agencies  net  surplus 

591 

148 

482 

Surplus  (deficit)  as  defined  by  the  DEA 

958 

(1,550) 

(1,384) 

Pension  provisions 

286 

320 

296 

Consolidated  surplus  (deficit) 

672 

(1,870) 

(1,680) 

* Includes  provision  for  assumption  by  the  Province  of  responsibility  for  payment  of  $358  million  in  school 
construction  debt  previously  supported  by  school  taxes  paid  by  municipal  property  taxpayers.  This  one-time 
provision  has  been  excluded  in  calculating  the  year-over-year  spending  reduction. 
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The  Big  Picture: 

Highlights  for  1994-95 

♦ The  consolidated  surplus  for  1994-95,  as  defined  by  the 
Deficit  Elimination  Act,  was  $958  million.  Taking  into 
account  a $286  million  increase  in  pension  liabilities 
reduces  the  surplus  to  $672  million. 

♦ As  required  by  the  Deficit  Elimination  Act,  every  dollar 
of  the  net  surplus  goes  to  pay  down  Alberta’s  debt. 

That  means  the  provincial  net  debt  (excluding  pension 
liabilities)  has  dropped  from  $8,313  billion  in  1993-94 
to  $7,355  billion  in  1994-95.  When  you  bring  in 
pension  liability,  the  net  debt  dropped  from 

$13.4  billion  in  1993-94  to  $12.7  billion  in  1994-95. 

At  current  interest  rates,  this  saves  about  $75  million 
annually  in  debt  servicing  costs. 

♦ Government  is  basically  on  track  with  its  spending 
reductions.  Budgetary  spending  was  $13,032  billion. 
That’s  $95  million  less  than  budgeted  in  1994-95  and 
down  nearly  $1  billion  from  1993-94  and  $2  billion 
from  1992-93.  Spending  was  under  budget  due  to  a 
stronger  economy,  fewer  people  on  social  assistance,  a 
good  year  for  the  agriculture  industry,  and  finding  new 
and  economical  ways  to  deliver  government  services 
and  programs. 

♦ Total  revenues  were  $1.97  billion  higher  than  we 
estimated  in  the  budget.  Revenues  were  up  primarily 
for  two  reasons: 

♦ An  expanding  economy  led  to  increased  personal  and 
corporate  tax  revenue.  Corporate  income  tax  revenue 
was  $408  million  higher  than  budgeted  and  personal 
income  tax  was  $81  million  higher. 

♦ A strong  resource  sector  resulted  in  resource  revenue 
coming  in  $1.1  billion  higher  than  budgeted.  This 
was  mainly  due  to  higher  oil  revenue  and  the  sales  of 
Crown  leases. 


♦ Net  surplus  of  other  funds  and  agencies  improved 
by  $443  million  to  $591  million  from  the  Budget  ’94 
estimate.  This  number  includes  improvements  on  the 
financial  position  of  the  Workers’  Compensation  Board 
(WCB)  and  the  Agriculture  Financial  Services 
Corporation.  Beginning  in  1995-96,  any  net 
improvement  in  the  financial  position  of  the  WCB  will 
not  be  reflected  in  the  government’s  consolidated 
position. 

These  are  more  than  just  numbers;  your  share  of 
provincial  revenues  went  up  from  $4,619  last  year  to 
$4,933  this  year.  And  your  share  of  total  spending  went 
down  $513  from  $5,31 1 last  year  to  $4,798  for  1994-95. 
Based  on  what  we  know  today,  here’s  a financial  snapshot 
of  Alberta  when  we  have  a balanced  budget. 


1993-94 

(Actual) 

1994-95 

(Actual) 

1995-96 

(Budget) 

1996-97 

(Projected) 

1997-98 

(Projected) 

Your  share  of  the  deficit: 

$ 513 

$ (353) 

$ 184 

$ (45) 

$045) 

Your  share  of  the  net  debt: 

$5,025 

$4,678 

$4,923 

$4,935 

$4,835 

Explaining  the  Numbers 

The  province’s  Consolidated  Financial  Statements  for 
1994-95  compare  the  actual  financial  results  of  the 
government  this  year  against  last  year,  and  show  whether 
the  government  is  doing  better  or  worse.  As  recommended 
by  both  the  Financial  Review  Commission  and  the  Auditor 
General,  we’ve  moved  to  consolidated  accounts  and  we're 
in  the  process  of  preparing  consolidated  budgets.  But  the 
work  is  still  in  progress. 

When  looking  at  these  results,  it’s  important  to  keep 
in  mind  there’s  a difference  in  how  the  province’s 
consolidated  position  was  presented  in  Budget  ’94  and  how 
it’s  presented  here.  The  major  difference  between  the 
budget  and  consolidated  financial  statements  is  how  a 
number  of  smaller  funds  and  agencies  are  included  in  the 
financial  statements. 
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This  difference  in  presentations  has  no  effect  on  the 
bottom  line.  But,  it  does  result  in  consolidated  revenue 
being  about  $1.7  billion  higher  than  budgetary  revenue  and 
consolidated  expenditure  being  $1.1  billion  higher. 

Changes  in  how  education  is  funded  have  also  had  an 
impact  on  the  Consolidated  Financial  Statements.  In 
1994-95,  $975  million  in  local  property  taxes  was  added  to 
the  revenue  side  as  a result  of  government  taking  over  full 
responsibility  for  funding  basic  education.  An  equal 
amount  has  been  added  to  education  spending  because  all 
of  the  $975  million  collected  in  revenue  was  spent  on 
education.  In  previous  years,  local  school  boards  were 
responsible  for  this  levy  and  it  was  not  reported  in  the 
province’s  Consolidated  Financial  Statements. 


Revenues: 

More  than  Expected 

Consolidated  revenue  in  1994-95  was  $16  billion,  a 
$1.7  billion  increase  from  1993-94.  $975  million  of  this 
increase  comes  as  a result  of  changes  in  how  education  is 
funded.  Windfall  resource  revenue  and  strong  growth  in 
corporate  income  tax  account  for  the  remaining 
$755  million  increase  in  revenues. 

On  the  tax  side,  provincial  tax  revenues  increased  by 
$1.5  billion  to  $6.5  billion  in  1994-95.  Not  including  the 
impact  of  education  taxes,  the  increase  was  due  to  strong 
growth  in  the  economy.  There  have  been  no  tax  increases 
during  Premier  Klein’s  term  in  office. 

Last  year,  Alberta’s  economy  was  one  of  the  strongest 
in  Canada.  More  people  were  working  and  paying  taxes  in 
Alberta  and  business  profits  were  up.  That’s  why 
corporate  and  personal  income  tax  revenue  increased  by 
$405  million.  Corporate  income  tax  revenue  reached  a 
record  level,  increasing  nearly  70  per  cent  since  1992-93. 
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Resource  revenues  increased  by  $561  million  to 
$3.4  billion  in  1994-95.  This  was  our  third  year  of  resource 


revenue  growth  in  a row.  Bonuses  and  sales  of  Crown 
leases  were  at  near  record  levels  and  accounted  for  over 
$800  million  of  the  $1.2  billion  total  increase  in  resource 
revenue  since  1992-93.  They  rose  from  $167  million  in 
1992-93  to  $978  million  in  1994-95. 

Resource  Revenue 

($  millions) 


<y>  C DOOCDCTJOO) 

Five-year  average  actual  ($2,314  million)  used  in 

Budget  '94  as  required  by  Deficit  Elimination  Act. 


Federal  transfer  payments  decreased  by  $157  million  to 
$1.86  billion  in  1994-95.  This  decline  was  mainly  due  to 
lower  transfers  under  the  Canada  Assistance  Plan  and 
reflects  the  significant  reduction  in  social  assistance 
caseloads  in  Alberta. 

Investment  income  declined  by  $268  million  to 
$1.55  billion  in  1994-95.  This  decline  was  due  to  the 
one-time  profit  of  $273  million  on  the  sale  of  Alberta 
Energy  Company  shares  in  the  previous  fiscal  year. 

Revenues  from  other  sources,  including  fees,  permits 
and  licences,  lottery  revenue  and  net  profits  from 
commercial  operations  increased  provincial  coffers  by 
$132  million  to  $2.8  billion. 


Spending: 
On  Target 


Consolidated  spending  and  valuation  adjustments 
declined  to  $15.1  billion  in  1994-95.  This  was 
$612  million  lower  than  in  1993-94. 

Changes  in  the  way  education  is  funded  affect  the 
year-over-year  comparison. 

As  we've  already  noted,  the  province’s  spending 
includes  $975  million  for  education  which  comes  from 
property  taxes.  Partly  offsetting  this  was  a one-time, 

$358  million  provision  in  1993-94  for  payment  of  school 
construction  debt  that  used  to  be  supported  by  school 
boards.  These  changes  also  explain  the  apparent  increase 
in  education  spending. 

After  we  adjust  for  these  education  funding  changes, 
consolidated  spending  was  nearly  $1.2  billion  lower  than  in 
1993-94,  a decline  of  8 per  cent. 

The  decrease  in  spending  was  the  result  of  the 
government’ s determination  to  reduce  expenditure  in 
accordance  with  its  three-year  business  plan.  On  an 
equivalent  basis,  spending  declined  in  all  areas  except  debt 
servicing  costs.  The  increase  in  regional  planning  and 
development  expenditure  is  because  of  the  consolidation 
of  a number  of  grant  programs  into  unconditional  block 
municipal  grants. 


Debt: 

Turning  Back  the  Debt  Clock 

As  a result  of  this  year’s  surplus,  the  province’s  net 
debt  dropped  from  $13.4  billion  on  March  31,  1994  to 
$12.7  billion.  Unfunded  pension  liabilities  accounted  for 
about  $5.35  billion  of  Alberta’s  net  debt. 
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In  order  to  return  Alberta  to  a point  where  we  own 
more  than  we  owe,  two  separate  legislated  plans  have  been 
put  in  place. 

First,  the  Balanced  Budget  and  Debt  Retirement  Act 
requires  that  the  province’s  net  “non-pension”  debt  be 
eliminated  in  25  years.  Under  the  Act,  five-year  milestones 
must  be  met  so  that  Alberta’s  net  debt  is  retired  by  2022. 

All  surpluses,  including  the  1994-95  surplus,  will  go  to 
reducing  the  net  debt.  With  this  payment,  we'll  reduce  the 
net  debt  to  $7,355  billion. 

Second,  the  government  has  legislated  long-term 
timelines  to  eliminate  unfunded  pension  liabilities.  The 
payments  for  unfunded  liabilities  are  shared  among 
employees,  employers  and  the  government.  To  make  sure 
the  estimates  are  up  to  date,  the  legislation  requires  that 
pension  liabilities  be  re-estimated  at  least  every  three  years. 


Is  the  Government  Measuring  Up? 

Today,  the  Alberta  Government  is  closer  than  ever  to 
operating  in  a business-like  fashion.  We  focus  on  ministry 
business  plans  that  look  at  more  than  financial  information. 
That  focus  now  includes  a new  bottom  line  — key  outcomes 
and  performance  measures  that  begin  to  tell  a more 
complete  story  of  how  effectively  government  is  investing 
taxpayers’  money.  With  the  release  of  Measuring  Up, 
we’re  giving  Albertans  not  only  a full  accounting  of  our 
financial  results,  but  also  a set  of  core  measures  to  help 
them  judge  whether  the  government  they  elected  is 
delivering  on  its  promises  and  achieving  the  results  they 
want  and  expect. 

This  dual-track  annual  reporting  process  sets  in  motion 
an  on-going  accounting  to  Albertans  that  will  grow  and 
change  as  priorities  shift. 


Government  followed  through  on  the  promises  it  made 
in  Budget  ’94.  Strict  spending  limits  were  maintained. 
Prudent  revenue  forecasts  ensured  that  the  balanced  budget 
plan  stayed  on  course.  We  stuck  to  the  priorities  we  set. 
Here’s  a summary  of  what  we  delivered: 


What  we  promised: 

Did  we  deliver? 

Comments: 

No  tax  increases 

B^  Yes 

No  increases  in  tax  rates. 

Revenue  up  due  to 
strengthening  economy. 

Reduce  deficit 

[ 3^  Yes 

The  first  consolidated  surplus 
in  a decade. 

Stick  to  the  balanced 
budget  plan 

[ Yes 

On  track  for  a sustained 
balanced  budget  in  1996-97. 

Reduce  spending 

B^  Yes 

Spending  down  nearly 
$1  billion. 

Maintain  our  priority  on 
health,  education  and 
advanced  education 

Sf  Yes 

Education  and  health  account 

for  more  than  half  of  total 
spending. 

Use  conservative  oil 
and  gas  revenue 
forecasts 

Yes 

Resource  revenue  exceeded 

estimate. 

Promote  Alberta  Advantage: 
Alberta  is  a good  place  to 
live,  work  and  do  business 

Yes 

Strong  economic  growth  led 
to  increases  in  revenues  and 

41,000  new  jobs. 

Any  surplus  to  be  used  to 
pay  down  Alberta's  debt 

[if  Yes 

1994-95  surplus  used  to 
reduce  Alberta's  net  debt. 
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Public  Accounts 
1994-95 
Volume  1 


Consolidated  Financial  Statements 
of  the  Province  of  Alberta 


PUBLIC  ACCOUNTS  1994-95 


PREFACE 


The  Public  Accounts  of  Alberta  are  prepared  in  accordance  with  the  provisions 
of  section  77  of  the  Financial  Administration  Act.  The  Public  Accounts  are 
presented  in  four  volumes. 

This  volume  contains  the  consolidated  financial  statements  of  the  Province 
of  Alberta.  The  consolidated  financial  statements  include  the  accounts  of 
government  entities  including  the  General  Revenue  Fund,  revolving  funds, 
the  Alberta  Heritage  Savings  Trust  Fund,  and  other  regulated  funds,  Pro- 
vincial agencies  and  Crown-controlled  corporations. 

Volume  2 contains  the  financial  statements  of  the  General  Revenue  Fund,  details 
of  General  Revenue  Fund  expenditure  and  revenue  by  department,  financial 
statements  of  revolving  funds  and  regulated  funds,  and  reports  that  are  required 
to  be  included  with  the  Public  Accounts  in  accordance  with  the  Financial 
Administration  Act  and  other  statutes,  or  by  direction  of  the  Provincial  Treasurer. 

Volume  3 contains  the  financial  statements  of  Provincial  agencies,  commercial 
enterprises  and  Crown-controlled  corporations.  Financial  statements  of  subsidi- 
aries of  Provincial  agencies  are  also  included  in  Volume  3. 

Volume  4 contains  the  financial  statements  of  universities,  university  founda- 
tions, the  Banff  Centre  for  Continuing  Education,  public  colleges,  technical 
institutes,  the  Alberta  Cancer  Board,  the  Alberta  Heritage  Foundation  for  Medical 
Research,  the  Provincial  Mental  Health  Board  and  financial  summaries  of 
Regional  Health  Authorities. 
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CONSOLIDATED  FINANCIAL  STATEMENTS 

OF  THE  PROVINCE  OF  ALBERTA 

FOR  THE  YEAR  ENDED  MARCH  31,  1995 


Introduction: 

The  financial  statements  in  this  Volume  are  consolidations  of  the  financial  statements 
of  the  General  Revenue  Fund,  revolving  funds,  regulated  funds,  Provincial  agencies  and 
Crown-controlled  corporations,  including  those  agencies  and  corporations  designated  by 
Treasury  Department  management  as  commercial  enterprises,  for  which  separate  financial 
statements  or  summaries  are  presented  in  Volumes  2 and  3.  A listing  of  these  organizations 
is  provided  in  Schedule  16  to  the  financial  statements. 

The  method  of  consolidation  is  described  in  the  Accounting  Policies  note  that  forms 
part  of  the  financial  statements. 
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PROVINCE  OF  ALBERTA 
CONSOLIDATED  FINANCIAL  STATEMENTS 
MARCH  31,  1995 


AUDITOR’S  REPORT 


To  the  Members  of  the 
Legislative  Assembly 

I have  audited  the  consolidated  statement  of  assets,  liabilities  and  net  debt  of  the  Province 
of  Alberta  as  at  March  31,  1995  and  the  consolidated  statements  of  revenue,  expenditure 
and  net  debt  and  changes  in  financial  position  for  the  year  then  ended.  These  financial 
statements  are  the  responsibility  of  Treasury  Department  management.  My  responsibility  is 
to  express  an  opinion  on  these  financial  statements  based  on  my  audit. 

I conducted  my  audit  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether 
the  financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on 
a test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An 
audit  also  includes  assessing  the  accounting  principles  used  and  significant  estimates  made 
by  management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  consolidated  financial  statements  present  fairly,  in  all  material  respects, 
the  financial  position  of  the  Province  of  Alberta  as  at  March  31,  1995  and  the  results  of  its 
operations  and  the  changes  in  its  financial  position  for  the  year  then  ended  in  accordance 
with  the  disclosed  basis  of  accounting  as  described  in  Note  1 to  the  consolidated  financial 
statements. 


FCA 

Auditor  General 


Edmonton,  Alberta 
June  16,  1995 
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PROVINCE  OF  ALBERTA 

CONSOLIDATED  STATEMENT  OF  REVENUE,  EXPENDITURE  AND  NET  DEBT 
FOR  THE  YEAR  ENDED  MARCH  31,  1995 


In  millions 


1995 

1994 

Revenue  (Schedule  1): 

Taxes 

$ 6,458 

$ 4,996 

Non-renewable  resource  revenue 

3,378 

2,817 

Transfers  from  Government  of  Canada 

1,858 

2,015 

Investment  income 

1,551 

1,819 

Fees,  permits  and  licences 

1,199 

1,086 

Net  profits  from  commercial  operations 

822 

772 

Other  revenue 

801 

832 

16,067 

14,337 

Expenditure  (Schedules  2 and  3): 

Health 

3,966 

4,169 

Education 

3,880 

3,202 

Social  services 

1,491 

1,721 

Agriculture  and  economic  development 

746 

1,036 

Transportation  and  utilities 

688 

748 

Protection  of  persons  and  property 

487 

562 

Environment  and  resource  conservation 

371 

407 

Regional  planning  and  development 

244 

214 

Recreation  and  culture 

210 

245 

Housing 

154 

195 

General  government 

554 

565 

Debt  servicing  costs 

2,103 

2,030 

14,894 

15,094 

Valuation  adjustments  except  pension  provisions  (Schedule  4) 

215 

627 

15,109 

15,721 

Surplus  (Deficit)  before  pension  provisions 

958 

(1,384) 

Pension  provisions 

286 

296 

Surplus  (Deficit)  (Note  2) 

672 

(1,680) 

Net  debt  at  beginning  of  year 

13,379 

11,699 

Net  debt  at  end  of  year 

$12,707 

$13,379 

The  accompanying  notes  and  schedules  are  part  of  these  financial  statements. 
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PROVINCE  OF  ALBERTA 

CONSOLIDATED  STATEMENT  OF  ASSETS,  LIABILITIES  AND  NET  DEBT 
MARCH  31,  1995 

In  millions 


1995 

1994 

Assets: 

Cash  and  marketable  securities  (Schedule  5) 

$ 6,149 

$ 4,656 

Accounts  and  accrued  interest  receivable 

1,743 

1,993 

Portfolio  investments  (Schedule  6) 

2,194 

2,409 

Long-term  investments  (Schedule  7) 

913 

952 

Equity  (Deficiency)  in  commercial  enterprises  (Schedule  8) 

204 

(143) 

Loans  and  advances  (Schedule  9) 

7,373 

8,013 

Inventories  held  for  resale  (Schedule  10) 

269 

327 

18,845 

18,207 

Liabilities: 

Accounts  and  accrued  interest  payable 

1,966 

1,753 

Unmatured  debt  (Schedule  11) 

21,577 

22,062 

Pension  obligations  (Schedule  12) 

5,352 

5,066 

Other  accrued  liabilities  (Schedule  13) 

2,118 

2,191 

Equity  in  Alberta  Municipal  Financing  Corporation  (Schedule  14) 

539 

514 

31,552 

31,586 

Net  debt 

$12,707 

$13,379 

The  accompanying  notes  and  schedules  are  part  of  these  financial  statements. 


PROVINCE  OF  ALBERTA 

CONSOLIDATED  STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEAR  ENDED  MARCH  31,  1995 

In  millions 


1995 

1994 

Operating  transactions: 

Surplus  (Deficit) 

$ 672 

$ (1,680) 

Non-cash  items  included  in  surplus  or  deficit 

264 

(165) 

936 

(1,845) 

Change  in  equity  in  Alberta  Municipal  Financing  Corporation 

25 

(58) 

Other,  net 

693 

417 

Cash  provided  by  (applied  to)  operating  transactions 

1,654 

(1,486) 

Investing  transactions: 

Proceeds  from  disposals,  repayments  and  redemptions  of  portfolio  investments 

922 

525 

Repayment  of  loans  and  advances 

961 

1,220 

Portfolio  investments 

(710) 

(271) 

Loans  and  advances 

(408) 

(1,034) 

Other,  net 

3 

451 

Cash  provided  by  investing  transactions 

768 

891 

Financing  transactions: 

Debt  issues 

23,863 

23,206 

Debt  retirement 

(24,792) 

(21,713) 

Cash  provided  by  (applied  to)  financing  transactions 

(929) 

1,493 

Increase  in  cash  and  marketable  securities 

1,493 

898 

Cash  and  marketable  securities  at  beginning  of  year 

4,656 

3,758 

Cash  and  marketable  securities  at  end  of  year 

$ 6,149 

$ 4,656 

The  accompanying  notes  and  schedules  are  part  of  these  financial  statements. 
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PROVINCE  OF  ALBERTA 

NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  MARCH  31,  1995 

Note  1 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices 

These  financial  statements  are  prepared  in  accordance  with  the  following  accounting  policies: 

(a)  Reporting  Entity 

These  financial  statements  include  the  accounts  of  all  government  entities  including  the  General 
Revenue  Fund,  revolving  funds,  the  Alberta  Heritage  Savings  Trust  Fund,  and  other  regulated  funds, 
Provincial  agencies  and  Crown-controlled  corporations.  A listing  of  these  organizations  is  provided 
in  Schedule  16.  Provincial  agencies  such  as  universities,  public  colleges  and  technical  institutes, 
and  regional  health  authorities  and  school  boards  are  not  included  in  the  consolidated  financial 
statements. 

(b)  Method  of  Consolidation 

The  accounts  of  the  General  Revenue  Fund,  revolving  funds,  regulated  funds  and  Provincial 
agencies,  except  those  designated  as  commercial  enterprises,  are  consolidated  after  adjusting  them 
to  a basis  consistent  with  the  accounting  policies  described  below  in  (c).  Inter-fund,  agency  revenue 
and  expenditure  transactions,  investing  and  financing  transactions,  and  related  asset  and  liability 
accounts  have  been  eliminated. 

The  accounts  of  Crown-controlled  corporations  and  Provincial  agencies  designated  as  commercial 
enterprises  are  reported  on  an  equity  basis,  the  equity  being  computed  in  accordance  with  generally 
accepted  accounting  principles. 

The  reporting  period  of  some  Provincial  agencies  is  other  than  March  31.  Transactions  of  these 
agencies  that  have  occurred  during  the  period  to  March  31,  1995  and  that  significantly  affect  the 
consolidation  have  been  recorded. 

(c)  Basis  of  Financial  Reporting 
Revenue 

Corporate  income  taxes  are  reported  on  a cash  basis.  Personal  income  taxes  and  established 
programs  financing  entitlements  relating  to  health  and  post-secondary  education  are  reported  on 
the  accrual  basis,  being  management’s  estimates  of  amounts  applicable  to  the  fiscal  year  under  the 
terms  of  a tax  collection  agreement  and  under  the  provisions  of  the  federal  legislation  respectively. 
Other  revenues,  including  non-renewable  resource  royalty  revenues,  are  reported  on  the  accrual 
basis. 

Expenditure 

Expenditure  represents  the  cost  of  goods  and  services  acquired  during  the  year  and  expenditure 
made  or  accrued  in  accordance  with  the  conditions  of  approved  grant  programs,  including  capital 
acquisitions,  expenditure  on  capital  programs  and  grants  for  capital  purposes. 

Pension  costs  comprise  the  cost  of  pension  benefits  earned  by  employees  during  the  year  and 
interest  on  the  Province’s  share  of  the  unfunded  pension  liability,  the  amortization  of  deferred 
adjustments  over  the  expected  average  remaining  service  life  of  employees,  and  the  effect  of  the 
change  in  the  ratio  used  to  allocate  the  plan’s  total  unfunded  liability  to  participating  entities.  Costs 
which  are  funded  are  included  in  expenditure  and  costs  which  have  not  yet  been  funded  are  included 
in  pension  provisions. 

Valuation  Adjustments 

Obligations  under  guarantees  and  indemnities  are  charged  to  valuation  adjustments  when  manage- 
ment determines  that  the  Province  will  likely  be  called  upon  to  make  payment.  The  charge 
represents  management’s  estimate  of  future  payments  less  recoveries. 

The  estimated  increase  or  decrease  for  the  year  in  accrued  employee  vacation  entitlements  and 
long-term  disability  benefits  is  charged  or  credited  to  valuation  adjustments. 

The  estimated  increase  for  the  year  in  the  Province’s  obligations  to  provide  funding  from  future 
appropriations  to  school  boards  to  enable  them  to  repay  the  principal  portion  of  debentures  issued 
by  school  boards  to  the  Alberta  Municipal  Financing  Corporation  is  also  charged  to  valuation 
adjustments. 

No  provision  is  made  in  the  financial  statements  for  commitments,  details  of  which  are  disclosed 
in  Note  3. 

Assets 

Assets  are  limited  to  financial  claims  on  outside  organizations  and  individuals  and  inventories  held 
for  resale  at  the  year  end,  except  for  corporate  income  taxes  receivable  which  are  not  reported. 

Marketable  securities,  which  are  temporary  investments,  are  valued  at  cost  or  market  value, 
whichever  is  lower,  on  an  aggregate  basis. 
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Portfolio  investments,  which  are  investments  to  provide  income  for  the  long  term,  are  carried  at 
cost.  Realized  gains  and  losses  on  disposals  of  these  investments  are  included  in  the  determination 
of  the  surplus. 

Long-term  investments  made  with  the  intention  of  diversifying  the  economy  are  recorded  at  cost. 

Loans  and  long-term  investments  in  loans  are  reported  at  their  face  value  except  for  loans  made  on 
significantly  concessionary  terms  which  are  discounted  by  the  amount  of  concessions.  The  amount 
of  the  discount  is  amortized  to  revenue  over  the  term  of  the  loan,  except  when  the  collectibility  of 
either  the  principal  or  interest  related  to  the  loan  transaction  is  not  reasonably  assured. 

Where  there  has  been  a loss  in  value  of  an  investment  that  is  other  than  a temporary  decline,  the 
investment  is  written  down  to  recognize  the  loss.  The  written  down  value  is  deemed  to  be  the  new 
cost. 

Real  estate  held  for  resale  is  valued  at  the  lower  of  cost  and  net  realizable  value,  on  an  aggregate 
basis.  Inventories  representing  the  Province’s  share  of  royalty  oil  in  feeder  and  trunk  pipelines  are 
stated  at  actual  net  realizable  value.  Other  inventories  are  valued  at  the  lower  of  cost,  determined 
on  a first-in,  first-out  basis,  and  estimated  net  realizable  value. 

Capital  assets  are  reported  as  expenditures  in  the  year  of  acquisition  and  are  not  recognized  in  the 
consolidated  statement  of  assets,  liabilities  and  net  debt.  Summarized  information  on  capital  assets 
is  provided  in  Note  4. 

Liabilities 

Liabilities  include  all  financial  claims  payable  by  the  Province  at  the  year  end. 

Debentures  included  in  unmatured  debt  are  recorded  at  the  face  amount  of  the  issue  less  unamor- 
tized discount,  which  includes  issue  expenses  and  hedging  costs. 

Income  or  expense  on  interest  rate  swaps  and  forward  interest  rate  agreements  used  to  manage 
interest  rate  exposure  are  recorded  as  an  adjustment  to  debt  servicing  costs.  The  exchange  gain  or 
loss  on  the  foreign  exchange  contracts  used  to  manage  currency  exposure  is  deferred  and  amortized 
over  the  life  of  the  contract. 

Liabilities  also  include  the  following: 

• estimates  of  the  present  value  of  the  Province’s  obligations  for  future  pension  contributions 
and/or  benefits  under  defined  benefit  pension  plans  for  provincial  and  other  public  sector 
employees,  judges  and  masters  in  chambers,  and  certain  Members  of  the  Legislative  Assembly, 
including  deferred  adjustments  arising  from  experience  gains  and  losses  and  changes  in  actuarial 
assumptions  identified  by  new  actuarial  valuations, 

• accrued  employee  vacation  entitlements  and  long-term  disability  benefits,  and 

• the  Province’s  obligation  to  provide  funding  to  school  boards  from  future  appropriations  to 
enable  them  to  repay  the  principal  portion  of  debentures  issued  by  school  boards  to  the  Alberta 
Municipal  Financing  Corporation. 

Foreign  Currency 

Foreign  currency  transactions  are  translated  into  Canadian  dollars  using  average  rates  of  exchange, 
except  for  hedged  foreign  currency  transactions  which  are  translated  at  rates  of  exchange  estab- 
lished by  the  terms  of  the  forward  exchange  contracts.  Exchange  differences  on  unhedged 
transactions  are  included  in  the  determination  of  the  surplus. 

Note  2 Surplus 

(tabular  amounts  in  millions) 

(a)  Deficit  Elimination  Act 

During  1994-95,  the  Province  complied  with  the  Deficit  Elimination  Act.  Section  2(b)  of  the  Act 
requires  that  expenditures  during  1994-95  must  not  result  in  a deficit  of  more  than  $1,800  million. 
Section  5(1)  of  the  Act  requires  that  any  revenue  of  the  General  Revenue  Fund  in  excess  of  the 
amount  budgeted  may  only  be  used  to  reduce  debt  that  would  otherwise  be  accumulated.  The  effect 
of  this  section  is  that  excess  General  Revenue  Fund  revenue  cannot  generally  be  used  to  fund 
expenditure.  The  Province’s  compliance  with  these  provisions  is  demonstrated  in  the  table  below. 


Surplus  as  reported  $ 672 

Adjustment  for  pension  provisions  excluded  from  the  application  of 
section  2 of  the  Deficit  Elimination  Act  by  section  12(5)  of  the 

Financial  Administration  Act  286 

Adjusted  surplus  958 

Allowed  deficit  pursuant  to  section  2(b)  of  the  Deficit  Elimination  Act  1,800 

Margin  of  compliance  2,758 

Excess  of  General  Revenue  Fund  actual  revenue  over  General  Revenue  Fund 
estimated  revenue  2,131 

Expenditures  below  that  permitted  by  the  Act  $ 627 
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(b)  Comparison  of  Actual  to  Budget 

The  consolidated  statement  of  revenue  and  expenditure  does  not  show  a comparison  of  actual  to 
budgeted  results  because  Budget  ’94  was  prepared  on  a different  basis.  Budget  ’94  was  prepared 
on  the  basis  that  the  Province’s  three  largest  funds  were  consolidated  on  a line-by-line  basis,  except 
that  the  local  property  tax  revenue  for  schools  and  related  expenditure  were  excluded.  In  the  case 
of  all  remaining  entities,  only  the  budgeted  deficit  or  surplus  was  included.  This  basis  results  in 
about  85%  of  the  Province’s  revenues  and  expenditures  being  presented  on  a line-by-line  basis. 
The  table  below  shows  the  actual  results  for  1994-95  on  the  same  basis  as  was  used  in  the 


preparation  of  Budget  ’94. 


Revenue 

Program  expenditure 

General  and  grants  for  infrastructure 

Pension  liability  funding 

Valuation  adjustments  and  other  provisions 

Debt  servicing  costs 

Operating  surplus  (deficit) 

Other  funds  and  agencies  net  surplus 
Capital  investment 
Capital  amortization 

Consolidated  surplus  (deficit)  for  purposes  of  the 
Deficit  Elimination  Act 
Pension  provisions 
Consolidated  surplus  (deficit) 


1995 

1994 

Budget 

Actual 

Actual 

$11,429 

$13,399 

$12,465 

10,982 

10,846 

11,795 

96 

91 

52 

54 

145 

392 

11,132 

11,082 

12,239 

1,502 

1,571 

1,469 

12,634 

12,653 

13,708 

(1,205) 

746 

(1,243) 

148 

591 

482 

(683) 

(569) 

(801) 

190 

190 

178 

(1,550) 

958 

(1,384) 

(320) 

(286) 

(296) 

$(1,870) 

$ 672 

$(1,680) 

Note  3 Commitments  and  Contingencies 
(tabular  amounts  in  millions) 

Set  out  below  are  details  of  commitments  to  outside  organizations  and  individuals  and  contingencies 
resulting  from  guarantees,  indemnities  and  litigation,  other  than  those  reported  as  liabilities  and  shown 
in  Schedule  13. 

Management  considers  that  the  contingencies  will  not  result  in  any  material  adverse  effect  on  the 
Province.  Any  losses  arising  from  the  settlement  of  contingencies  are  treated  as  current  year  expenditure. 

(a)  Alberta-Metis  Settlements  Accord 

The  Metis  Settlements  Accord  Implementation  Act  was  proclaimed  on  November  1,  1990.  This 
Act  implements  the  Alberta-Metis  Settlements  Accord  signed  on  July  1,  1989  which  provides  that 
$310  million  is  to  be  paid  from  the  General  Revenue  Fund  at  $30  million  a year  for  seven  years 
beginning  April  1, 1990,  followed  by  ten  annual  payments  of  $10  million  beginning  April  1, 1997. 
Payments  of  $160  million  (1994  $190  million)  remain  to  be  made  from  the  General  Revenue  Fund 
at  March  31,  1995.  Certain  matching  payments  will  also  be  required  to  be  made  to  settlement 
councils  under  the  Act  between  1997  and  2007. 

(b)  Royalty  Paid  Natural  Gas 

The  Province  is  committed  to  reduce  future  royalties  on  reproduction  of  royalty  paid  natural  gas 
and  by-products  injected  into  underground  reservoirs  prior  to  January  1 , 1 994.  At  March  31,1 995, 
the  commitment  was  estimated  at  $ 1 49  million  ( 1 994  $295  million).  Under  the  Natural  Gas  Royalty 
Regulation,  the  commitment  has  to  be  discharged  by  December  31,  1999. 

(c)  Other  Commitments 


1995 

1994 

Obligations  under  long-term  leases,  contracts  and  programs 

$1,247 

$1,145 

Loans  and  advances  approved  and  undisbursed 

29 

31 

Long-term  investments  authorized  and  undisbursed 

— 

32 

$1,276 

$1,208 

Lease  payment  requirements  for  each  of  the  next  five  years  are  as  follows: 


1995- 96 

1996- 97 

1997- 98 

1998- 99 

1999- 2000 


$118  million 
$100  million 
$ 79  million 
$ 66  million 
$ 56  million 
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(d)  Guarantees  and  Indemnities 

Guarantees  and  indemnities  amounting  to  $2,450  million  (1994  $3,000  million)  are  analyzed  in 
Schedule  15. 

(e)  Native  Land  and  Mineral  Rights  Claims 

The  Province  has  a contingent  liability  in  respect  of  a statement  of  claim  filed  on  February  19, 1982 
in  the  Alberta  Court  of  Queen’s  Bench.  The  plaintiffs  are  the  members  of  the  Lubicon  Lake  Band 
and  the  Cree  Community  of  Little  Buffalo  Lake.  The  defendants  are  the  Province  of  Alberta  and  a 
number  of  oil  companies.  The  plaintiffs  claim  entitlement  to  at  least  92  square  miles  of  land  in 
Northwestern  Alberta  as  a reserve.  They  are  also  claiming  $700  million  in  lieu  of  royalties  and 
revenues,  $100  million  for  waste  and  destruction,  $50  million  for  discrimination  and  denial  of 
fundamental  rights,  or  alternatively  a reserve  of  92  square  miles  including  mines  and  minerals 
together  with  $200  million  damages,  and  interest  on  all  amounts. 

The  Province  also  has  a contingent  liability  in  respect  of  six  other  native  land  or  mineral  rights 
claims  in  which  the  amounts  claimed  are  insignificant  or  unspecified. 

The  resulting  loss,  if  any,  from  these  claims  cannot  be  determined. 

(f)  Other  Claims 

At  March  31,  1995  the  Province  was  named  as  defendant  in  various  legal  actions  in  addition  to 
those  noted  above.  The  total  claimed  in  specific  legal  actions  amounts  to  approximately  $876 
million  (1994  $853  million). 

Note  4 Capital  Assets 

(tabular  amounts  in  millions) 

As  capital  assets  are  reported  as  expenditure  in  the  year  the  assets  are  acquired,  the  following  information 
is  provided  to  inform  users  of  the  capital  assets  on  hand  and  available  for  use  by  the  Province. 

The  information  is  restricted  to  capital  assets  the  Province  acquired  for  cash  or  for  other  assets.  Assets 
acquired  by  right,  such  as  Crown  lands,  forests,  water  and  mineral  resources,  are  not  included.  In 
addition,  assets  paid  for  by  other  parties,  such  as  the  federal  government,  are  excluded.  The  information 
does  not  include  capital  assets  of  commercial  enterprises  or  Crown-controlled  corporations  which  are 
included  in  the  consolidated  financial  statements  on  the  equity  basis. 

The  historical  cost  of  the  assets  is  estimated  and  amortization  is  calculated  on  a straight  line  basis  over 
the  estimated  useful  lives  of  the  assets.  The  process  of  establishing  the  completeness  and  reasonableness 
of  the  estimates  is  ongoing.  The  estimates  are  being  and  will  continue  to  be  refined  and  adjusted  as 
necessary  before  the  accounting  policy  is  changed  to  capitalize  and  amortize  capital  assets.  Adjustments 
amounting  to  $841  million  (7%  of  cost),  caused  by  a refinement  of  the  estimation  process,  were  made 
during  1994-95  to  reduce  the  net  book  values  disclosed  in  the  previous  year. 


1995 

1994 

Estimated 

Accumulated 

Net  Book 

Net  Book 

Useful  Life 

Cost 

Amortization 

Value 

Value 

General  capital  assets: 

Land 

Indefinite 

$ 1,078 

$ — 

$ 1,078 

$ 1,109 

Buildings 

40  years 

3,181 

946 

2,235 

2,286 

Equipment 

3-10  years 

373 

212 

161 

171 

Computer  hardware 

and  software 

5-10  years 

299 

206 

93 

108 

Other 

20-50  years 

159 

93 

66 

81 

5,090 

1,457 

3,633 

3,755 

Infrastructure  assets: 

Land  improvements 

10-40  years 

202 

87 

115 

116 

Provincial  highways. 

roads  and  airstrips 

50  years 

4,302 

1,341 

2,961 

3,319 

Bridges 

50  years 

422 

117 

305 

331 

Dams  and  water 

management  structures 

25-100  years 

846 

123 

723 

699 

5,772 

1,668 

4,104 

4,465 

$10,862 

$ 3,125 

$ 7,737 

$ 8,220 

Land  includes  land  acquired  for  parks  and  recreation,  building  sites,  infrastructure  and  other  program 
use.  It  does  not  include  land  held  for  resale  or  Crown  lands  acquired  by  right. 

Equipment  includes  office  equipment  and  furniture,  vehicles,  heavy  equipment,  fire  protection  equip- 
ment and  other  equipment. 

Other  capital  assets  include  pipelines,  leasehold  improvements  (amortized  over  the  life  of  the  lease), 
rail  cars  and  trailers. 
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Land  improvements  include  parks  development  and  grazing  reserves. 

Provincial  highways  and  roads  consist  of  original  pavement,  roadbed,  drainage  works  and  traffic  control 
devices.  Secondary  highways  are  not  included  because  they  are  managed  and  controlled  by  munici- 
palities. 

Dams  and  water  management  structures  include  dams,  reservoirs,  weirs,  canals,  dykes,  ditches, 
channels,  diversions,  cut-offs,  pump  houses  and  erosion  protection  structures. 

Note  5 Trust  Funds  Under  Administration 
(tabular  amounts  in  millions) 

Trust  funds  under  administration  are  regulated  and  other  funds  consisting  of  public  money  over  which 
the  Legislature  has  no  power  of  appropriation.  Because  the  Province  has  no  equity  in  the  funds  and 
administers  them  for  the  purposes  of  various  trusts,  they  are  not  included  in  the  consolidated  financial 
statements. 


At  March  31,  1995,  trust  funds  under  administration  were  as  follows: 

1995  1994 


Public  Sector  Pension  Plan  Funds 

$ 9,470 

$ 8,899 

The  Workers’  Compensation  Board  Investment  Fund 

2,559 

— 

Teachers’  Retirement  Fund 

940 

870 

Public  Trustee 

281 

270 

Special  Areas  Trust  Account 

66 

64 

Improvement  Districts’  Trust  Account 

64 

192 

Various  Courts  and  Sheriffs’  Offices 

52 

45 

Hospitals  and  Nursing  Homes  Construction  Accounts 

46 

51 

Miscellaneous  trust  funds 

136 

109 

$13,614 

$10,500 

Note  6 Comparative  Figures 

Certain  1994  figures  have  been  reclassified  to  conform  to  1995  presentation. 

Note  7 Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  the  Deputy  Provincial  Treasurer  - Budget  and  Management 
and  the  Controller. 
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SCHEDULES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  MARCH  31,  1995 

REVENUE 


In  millions 

1995  1994 

Taxes: 


Personal  income  tax 

$ 3,063 

$ 2,877 

Corporate  income  tax 

1,073 

854 

School  property  taxes 

Local  levy 

975 

— 

Provincial  levy 

221 

213 

Fuel  tax 

514 

494 

Tobacco  tax 

322 

312 

Other 

290 

246 

6,458 

4,996 

Non-Renewable  Resource  Revenue: 

Royalties,  rentals  and  fees,  bonuses  and  sales  of  Crown  leases 

3,669 

3,079 

Royalty  tax  credit 

(291) 

(262) 

3,378 

2,817 

Transfers  from  Government  of  Canada: 

Established  programs  financing  for  health  and  post-secondary  education 

1,021 

1,009 

Canada  assistance  plan 

489 

625 

Utility  companies  income  tax  transfers 

159 

173 

Crop  insurance,  reinsurance  and  revenue  protection 

34 

64 

Other 

155 

144 

1,858 

2,015 

Investment  Income: 

Gain  on  sale  of  Alberta  Energy  Company  shares 

273 

Other 

1,551 

1,546 

1,551 

1,819 

Fees,  Permits  and  Licences 

1,199 

1,086 

Net  Profits  from  Commercial  Operations 

822 

772 

Other 

Interprovincial  Lottery  Act  transfers 

478 

354 

Miscellaneous 

323 

478 

801 

832 

$16,067 

$14,337 

OPERATING  AND  CAPITAL  EXPENDITURE  BY  MAJOR  FUNCTION 


In  millions 
Expenditure 


1995 

1994 

Operating 

Capital 

Total 

Total 

Health 

$ 3,894 

$ 

72 

$ 3,966 

$ 4,169 

Education 

Funded  by  local  property  taxes 

975 

975 

Funded  by  the  Province 

2,875 

30 

2,905 

3,202 

Social  services 

1,487 

4 

1,491 

1,721 

Agriculture  and  economic  development 

724 

22 

746 

1,036 

Transportation  and  utilities 

419 

269 

688 

748 

Protection  of  persons  and  property 

480 

7 

487 

562 

Environment  and  resource  conservation 

345 

26 

371 

407 

Regional  planning  and  development 

243 

1 

244 

214 

Recreation  and  culture 

206 

4 

210 

245 

Housing 

131 

23 

154 

195 

General  government 

514 

40 

554 

565 

Debt  servicing  costs 

2,103 

— 

2,103 

2,030 

1995  Total 

$14,396 

$ 

498 

$14,894 

1994  Total 

$14,402 

$ 

692 

$15,094 

Schedule  1 


Schedule  2 
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EXPENDITURE  BY  OBJECT 


In  millions 


1995 

1994 

Grants 

$ 9,633 

$ 9,807 

Interest  and  amortization  of  unrealized  exchange  gains  and  losses 

2,112 

2,041 

Salaries,  wages,  employment  contracts  and  benefits 

1,351 

1,498 

Services 

1,277 

1,287 

Materials  and  supplies 

127 

175 

Travel  and  communication 

106 

124 

Capital  assets 

85 

97 

Capital  amortization  (Schedule  4) 

98 

— 

Pension  liability  funding 

91 

34 

Other  expenses 

14 

31 

$14,894 

$15,094 

VALUATION  ADJUSTMENTS  EXCEPT  PENSION  PROVISIONS 


Provision  for  losses,  doubtful  accounts,  loans,  guarantees  and  indemnities 
Provision  for  loans  and  advances  repayable  from  future  appropriations 
Write-down  of  investments  and  provision  for  decline  in  market  value 
Provision  for  employee  benefits  other  than  pensions 
Capital  amortization  provision  offset  (Schedule  3) 


In  millions 


1995 

1994 

$279 

$ 76 

(14) 

438 

46 

125 

2 

(12) 

(98) 

$215 

$627 

Schedule  3 


Schedule  4 
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CASH  AND  MARKETABLE  SECURITIES 


In  millions 

1995  1994 


Bonds: 

Government  of  Canada,  direct  and  guaranteed 
Provincial,  direct  and  guaranteed 
Foreign  governments,  guaranteed 
Municipalities,  school  boards  and 
regional  health  authorities 
Corporate 

Bond  coupons  and  residuals: 

Government  of  Canada,  direct 
Provincial,  direct  and  guaranteed 
Mortgage-backed  and  asset-backed  securities: 
Government  of  Canada  guaranteed 
Other 

Mid-term  money  market  securities: 

Promissory  notes 

Certificates  of  deposit  and  guaranteed 
investment  certificates 
Bankers’  acceptances 

Short-term  money  market  securities  (a): 

Treasury  bills 
Bankers’  acceptances 
Promissory  notes  and  call  loans 
Certificates  of  deposit  and 
guaranteed  investment  certificates 
U.S.  dollar  money  market  fund  units 

Cash  and  cash  equivalents 
Bank  overdrafts 


Book 

Market 

Book 

Market 

Value 

Value 

Value 

Value 

$1,057 

$1,038 

$1,005 

$ 984 

394 

388 

489 

481 

8 

8 

8 

8 

10 

10 

16 

17 

269 

266 

255 

251 

41 

41 

30 

30 

3 

3 

3 

3 

1,001 

986 

673 

669 

123 

120 

29 

27 

341 

338 

260 

250 

10 

10 

224 

225 

— 

— 

13 

13 

3,257 

3,208 

3,005 

2,958 

1,195 

1,195 

298 

298 

517 

517 

250 

250 

396 

396 

356 

356 

28 

28 

14 

14 

4 

4 

5 

5 

2,140 

2,140 

923 

923 

801 

801 

817 

817 

— 

— 

(42) 

(42) 

801 

801 

775 

775 

$6,198 

$6,149 

$4,703 

$4,656 

Schedule  5 


(a)  The  market  value  of  short-term  money  market  securities  is  estimated  to  approximate  cost. 
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PORTFOLIO  INVESTMENTS 


In  millions 

1995 1994 


Book 

Market 

Book 

Market 

Value 

Value 

Value 

Value 

Bonds: 

Government  of  Canada,  direct  and  guaranteed 

$ 168 

$ 187 

$ 205 

$ 231 

Provincial,  direct  and  guaranteed 

941 

1,022 

1,090 

1,224 

Municipal 

6 

6 

6 

7 

Corporate 

13 

14 

13 

14 

Corporate,  convertible 

153 

153 

302 

311 

Bond  coupons  and  residuals: 

Government  of  Canada,  direct 

168 

157 

188 

180 

Provincial,  direct  and  guaranteed 

7 

6 

6 

5 

Mortgage-backed  securities: 

Government  of  Canada  guaranteed 

16 

16 

19 

20 

Mortgages 

31 

34 

33 

37 

Mid-term  money  market  securities: 

Promissory  notes 

43 

43 

2 

2 

Certificates  of  deposit  and 

guaranteed  investment  certificates 

8 

9 

18 

19 

1,554 

1,647 

1,882 

2,050 

Common  shares,  preferred  shares, 

warrants  and  options 

640 

941 

526 

821 

Real  estate 

— 

— 

1 

1 

$2,194 

$2,588 

$2,409 

$2,872 

LONG-TERM  INVESTMENTS 

In  millions 

1995 

1994 

Corporate  debentures: 

Vencap  Equities  Alberta  Ltd.,  Participating  debenture 

$136 

$132 

Ridley  Grain  Ltd.,  Participating  first  mortgage  bonds 

Alberta  Pacific  Pulp  Mill  Project  Variable  rate  debentures  - 

119 

121 

Crestbrook  Forest  Industries  Ltd. 

125 

112 

Kanzaki  Paper  Canada  Inc. 

78 

70 

MC  Forest  Investments  Inc. 

109 

98 

Millar  Western  Pulp  Ltd.  debenture 

Venture  equity: 

21 

21 

Participation  in  Syncrude  Project 

324 

341 

Participation  in  Lloydminster  Bi-provincial  Upgrader  Project 

— 

56 

Other  under  $1  million 

\_ 

$913 

1 

$952 

Schedule  6 


Schedule  7 
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EQUITY  (DEFICIENCY)  IN  COMMERCIAL  ENTERPRISES 

In  millions 


1995 

1994 

Accumulated  surpluses  (deficits): 

Accumulated  surpluses  (deficits)  at  beginning  of  year 

$ (153) 

$ (673) 

Total  revenue 

2,640 

3,115 

Total  expenditure 

1,894 

2,499 

Net  revenue 

746 

616 

Net  transfers  to  the  General  Revenue  Fund  and  other  adjustments 

(444) 

(69) 

Redemption  of  capital  stock 

(97) 

(27) 

Accumulated  surpluses  (deficits)  at  end  of  year 

Represented  by: 

Assets: 

$ 52 

$ (153) 

Loans 

$ 7,913 

$ 8,411 

Investments 

1,393 

3,304 

Other  assets 

899 

933 

Total  assets 

Liabilities: 

10,205 

12,648 

Accounts  payable 

378 

571 

Deposits 

8,953 

8,810 

Claim  benefit  liabilities 

— 

2,412 

Unmatured  debt 

798 

978 

Pension  obligations 

24 

30 

Total  liabilities 

10,153 

12,801 

$ 52 

$ (153) 

Elimination  of  inter  fund/agency  balances: 

Accumulated  surpluses  (deficits)  at  end  of  year 

$ 52 

$ (153) 

Investments  by  consolidated  entities 

157 

92 

Investments  in  consolidated  entities 

(5) 

(82) 

Equity  (Deficiency)  in  commercial  enterprises  at  end  of  year 

$ 204 

$ (143) 

Equity  (deficiency)  by  enterprise: 

The  Alberta  Government  Telephones  Commission 

$ 136 

$ 83 

Alberta  Liquor  Control  Board 

89 

91 

Credit  Union  Deposit  Guarantee  Corporation  (a) 

45 

42 

Alberta  Intermodal  Services  Ltd. 

2 

7 

Treasury  Branches  Deposits  Fund  (b) 

(58) 

(124) 

N.A.  Properties  (1994)  Ltd.  (c) 

(10) 

2 

The  Workers’  Compensation  Board 

— 

(330) 

Chembiomed  Ltd. 

— 

(6) 

North  West  Trust  Company 

— 

92 

$ 204 

$ (143) 

(a)  The  Credit  Union  Deposit  Guarantee  Corporation  had  a potential  liability  under  guarantees  relating  to  deposits 
totalling  $3,673  million  (1994  $3,580  million)  of  credit  unions.  As  at  December  31, 1994,  the  86  credit  unions 
in  Alberta  had  assets  in  excess  of  deposits. 


(b)  At  March  31,1 995  the  Treasury  Branches  Deposits  Fund  had  a potential  liability  under  guarantees  and  letters 
of  credit  amounting  to  $487  million  (1994  $138  million). 

(c)  N.A.  Properties  (1994)  Ltd.  has  provided  guarantees  of  principal  and  interest  on  mortgages  sold  to  Canadian 
Western  Bank.  The  principal  and  interest  on  these  mortgages  totalled  $59  million  at  March  31,  1995  (1994 
$56  million). 
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LOANS  AND  ADVANCES 


In  millions 


1995 

1994 

Loans  and  advances  made  under  the  authority  of: 

Alberta  Municipal  Financing  Corporation  Act 

$5,136 

$5,341 

Farm  Credit  Stability  Act 

1,121 

1,312 

Agriculture  Financial  Services  Act 

876 

907 

Alberta  Housing  Act 

136 

343 

Alberta  Opportunity  Fund  Act 

85 

98 

Financial  Administration  Act 

56 

70 

Rural  Electrification  Revolving  Fund  Act  and 

Rural  Electrification  Long  Term  Financing  Act 

35 

37 

Small  Business  Term  Assistance  Act 

30 

56 

Municipal  Land  Loans  Act 

4 

5 

7,479 

8,169 

Implemented  guarantees  and  indemnities  made  under  the  authority  of: 

Financial  Administration  Act 

3 

96 

Other 

8 

10 

11 

106 

7,490 

8,275 

Less:  Allowance  for  doubtful  loans,  advances,  implemented  guarantees 

and  indemnities 

117 

262 

$7,373 

$8,013 

INVENTORIES  HELD  FOR  RESALE 


In  millions 


1995 

1994 

Real  estate  held  for  resale 

$146 

$198 

Royalty  oil 

112 

117 

Other  inventories  for  resale 

11 

12 

$269 

$327 
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UNMATURED  DEBT 


Schedule  11 


In  millions 


Gross 

Unmatured 

Debt 


(a) 

Debt  Issued  by: 

General  Revenue  Fund 

$18,511 

Alberta  Municipal  Financing  Corporation 

4,982 

Alberta  Social  Housing  Corporation 

1,336 

Agriculture  Financial  Services  Corporation 

894 

Alberta  Opportunity  Company 

105 

Farm  Credit  Stability  Fund 

— 

$25,828 

Less 

Net  Unmatured  Debt 

Sinking 
Funds  Net 
(b) 

Debt  held  by 
Consolidated 
Entities 

Net  Debt 
applied  to 
decrease 
equity  in 
Commercial 
Enterprises 

1995 

1994 

$ 

$ 1,589 

$ 5 

$16,917 

$15,637 

278 

148 

— 

4,556 

4,779 

— 

1,232 

104 

105 

— 

894 

— 

— 

— 

— 

105 

— 

— 

— 

— 

— 

— 

— 

1,541 

$ 278 

$ 3,968 

$ 5 

$21,577 

$22,062 

(a)  Includes  provision  for  exchange  on  debt  payable  in  foreign  currency  funds  and  deferred  unamortized  exchange  gains  and  losses. 

The  Province  uses  interest  rate  swaps  and  foreign  exchange  contracts  to  manage  the  interest  rate  risk  and  currency  exposure  associated  with  unmatured  debt.  In  addition, 
forward  interest  rate  agreements  are  used  to  manage  interest  rate  exposure  in  the  short  term.  Associated  with  these  instruments  are  credit  risks  that  could  expose  the  Province 
to  potential  losses.  Credit  risk  relates  to  the  possibility  that  a loss  may  occur  from  the  failure  of  another  party  to  perform  according  to  the  terms  of  a contract.  Credit  exposure 
to  counterparties  is  a fraction  of  the  principal  amount.  The  Province  minimizes  its  credit  risk  associated  with  these  contracts  by  dealing  with  only  the  most  credit  worthy 
counterparties. 

Interest  rate  swaps  involve  the  exchange  of  a series  of  interest  payments,  either  at  a fixed  or  floating  rate,  based  upon  a contractual  or  notional  principal  amount.  A swap 
agreement  based  upon  a notional  amount  involves  no  exchange  of  underlying  principal.  The  notional  amount  serves  as  the  basis  for  determining  the  exchange  of  interest 
payments.  In  some  instances,  both  interest  rates  and  currencies  have  been  swapped.  At  March  31,1 995,  interest  rate  swap  agreements  were  being  used  primarily  to  convert 
fixed  interest  rate  payments  to  floating  rates. 

Forward  interest  rate  agreements  determine  an  interest  rate  to  be  paid  or  received  on  a notional  amount  beginning  at  a future  date. 

Foreign  exchange  contracts  involve  an  agreement  to  exchange  United  States  dollars  and  other  currencies  into  Canadian  and  United  States  dollars  at  an  agreed  upon  rate 
and  on  an  agreed  settlement  date. 

The  following  table  summarizes  the  contractual  or  notional  principal  amounts  of  interest  rate  swaps,  forward  interest  rate  agreements  and  foreign  exchange  contracts  held 
by  the  Province  at  March  31,  1995.  Notional  principal  amounts  of$721  million  at  March  31,  1995  (1994  $525  million)  have  been  included  in  both  interest  rate  swaps  and 
foreign  exchange  currency  swaps. 

In  millions 


Interest  rate  swaps 
Forward  interest  rate  agreements 
Foreign  exchange  contracts,  including  currency  swaps 
(stated  in  Canadian  dollars) 


1995 

1994 

$2,686 

$2,203 

$ 930 

$ — 

$1,394 

$1,599 

(b)  Includes  adjustments  for  inter-fund  holdings  $7  million  (1994  $6  million). 


Province  of  Alberta  debt  bears  interest  at  rates  from  2.25%  to  16.25%  per  annum  with  maturity  dates  from  April  3,  1995  to  March  1,  2013,  and  includes  $4,614  million  (1994 
$4,712  million)  held  by  the  Canada  Pension  Plan  Investment  Fund. 

Debt  principal  repayment  requirements  in  each  of  the  next  five  years  are  as  follows: 


1995- 96  $4,199  million 

1996- 97  $2,028  million 

1997- 98  $3,040  million 

1998- 99  $2,855  million 

1999- 2000  $1,392  million 


(includes  U.S.  $ 500  million  unhedged  and  U.S.  $400  million  fully  hedged) 

(includes  U.S.  $ 750  million  unhedged  and  Yen  10  billion  fully  hedged) 

(includes  U.S.  $ 300  million  unhedged,  U.S.  $275  million  and  Yen  10  billion  fully  hedged) 
(includes  U.S.  $1,000  million  unhedged) 

(includes  U.S.  $ 200  million  unhedged) 
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PENSION  OBLIGATIONS 


Schedule  12 


In  millions 


1995 

1994 

Obligations  to  pension  plans  for  employees  of  organizations 
outside  the  government  reporting  entity: 

Teachers’  Retirement  Fund  (a) 

$3,321 

$3,071 

Local  Authorities  Pension  Plan  (b) 

309 

326 

Universities  Academic  Pension  Plan  (b) 

199 

156 

Special  Forces  Pension  Plan  (b) 

103 

129 

3,932 

3,682 

Obligations  to  pension  plans  for  current  and  former  employees 
and  Members  of  the  Legislative  Assembly: 

Public  Service  Pension  Plan  (c) 

587 

594 

Public  Service  Management  (Closed  Membership)  Pension  Plan  (c) 

633 

574 

Management  Employees  Pension  Plan  (c) 

113 

123 

Members  of  the  Legislative  Assembly  Pension  Plan  (d) 

87 

93 

1,420 

1,384 

$5,352 

$5,066 

(a)  For  pensionable  service  up  to  August  31,1 992,  the  Teachers’  Retirement  Fund  Act  requires  that  the  Province 
pay  67.35%  and  the  teachers  32.65%  of  the  unfunded  liability  on  or  before  August  31,  2060.  In  addition,  for 
service  after  August  1992,  the  Province  funds  50%  of  any  current  service  costs  and  related  actuarial 
adjustments,  including  certain  cost-of-living  benefits. 

An  actuarial  valuation  performed  at  August  31,  1994  indicated  that  assets  were  insufficient  to  meet  the 
liabilities  of  the  fund.  Based  on  this  actuarial  valuation,  the  Province’s  share  of  the  unfunded  liability  has  been 
extrapolated  to  March  31,  1995. 

The  Act  provides  that  payment  of  all  benefits  is  guaranteed  by  the  Province  of  Alberta. 

(b)  Under  the  Public  Sector  Pension  Plans  Act,  the  Province  has  obligations  for  payment  of  contributions  under 
defined  benefit  pension  plans  for  employees  of  local  authorities  and  post-secondary  education  institutions. 
The  three  plans  are  the  Local  Authorities,  Universities  Academic  and  the  Special  Forces  pension  plans. 

The  Province’s  liability  for  the  Local  Authorities  and  Universities  Academic  plans  represents  the  estimated 
present  value  of  its  future  additional  contributions  for  pre-1992  service  to  be  funded  over  the  next  41  and  48 
years  respectively. 

For  the  Special  Forces  plan,  the  Province’s  liability  represents  the  estimated  present  value  of  pension  benefits 
for  pre-1992  service,  less  future  additional  contributions  to  be  paid  by  employers  and  their  employees,  and 
less  available  assets  applicable  to  pre-1992  service.  The  Act  provides  that  the  payment  of  all  benefits  for 
pensionable  service  prior  to  1994  is  guaranteed  by  the  Province. 

The  liabilities  for  the  Local  Authorities  and  Special  Forces  plans  were  established  from  actuarial  valuations 
at  December  31,  1993  extrapolated  to  March  31,  1995.  The  liability  for  the  Universities  Academic  plan  was 
established  from  an  actuarial  valuation  at  December  31,  1994  extrapolated  to  March  31,  1995.  Assumptions 
made  in  the  actuarial  valuations  were  similar  to  those  for  the  pension  plans  referred  to  in  (c)  below. 

(c)  The  Province  administers  three  contributory  defined  benefit  pension  plans  for  substantially  all  of  its 
employees,  namely,  the  Public  Service,  Management  Employees  and  the  Public  Service  Management  (Closed 
Membership)  pension  plans.  An  employee  can  be  a member  of  only  one  plan  at  a time.  The  Management 
Employees  and  the  Public  Service  Management  (Closed  Membership)  pension  plans  were  formerly  a single 
plan  known  as  the  Public  Service  Management  pension  plan.  The  Public  Service  Management  (Closed 
Membership)  pension  plan  provides  benefits  to  former  members  of  the  Public  Service  Management  pension 
plan  who  retired  before  August  1,  1992. 

Benefits  paid  from  these  plans  are  based  on  length  of  service  and  pensionable  earnings.  The  average  age  of 
the  approximately  44,000  active  employees  covered  by  the  plans  is  41.  In  addition,  there  are  approximately 
6,000  former  employees  who  are  entitled  to  refunds  of  contributions  with  interest  or  pension  benefits  when 
all  of  the  eligibility  requirements  are  met.  At  present,  these  plans  provide  benefits  for  approximately  16,000 
retirees.  Benefit  payments  were  $184  million  in  1994-95  (1994  $175  million).  Total  contributions  were  $218 
million  in  1994-95  (1994  $202  million). 

A separate  pension  plan  fund  administered  by  the  Province  is  maintained  for  each  pension  plan.  Pension  plan 
fund  assets  are  invested  in  both  marketable  investments  of  organizations  external  to  the  government  and  in 
Province  of  Alberta  bonds  and  promissory  notes. 

The  Province’s  share  of  the  total  pension  liability  for  pre-1992  service  under  these  plans  at  March  31,  1995 
is  determined  as  follows: 
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Schedule  12  (continued) 


Extrapolated  actuarial  present  value  of 
accrued  pension  benefits 

Less  extrapolated  actuarial  value  of  net  assets 
available  for  benefits 

Extrapolated  actuarial  present  value  of  accrued 
pension  benefits  in  excess  of  net  assets 

Province’s  share,  to  be  funded  by  future  contributions 


Public 

Service 

In  millions 

Management 

(Closed 

Membership) 

Management 

Employees 

$2,532 

$ 671 

$ 902 

1,745 

38 

735 

$ 787 

$ 633 

$ 167 

$ 587 

$ 633 

$ 113 

Actuarial  valuations  are  performed  at  least  triennially  using  the  projected  benefit  method  prorated  on  services. 
The  most  recent  actuarial  valuations  of  the  pension  plans  were  carried  out  at  December  31,1 993  for  the  Public 
Service  plan  and  at  December  31,  1994  for  the  Management  Employees  and  Public  Service  Management 
(Closed  Membership)  pension  plans  and  reflected  the  provisions  of  the  pension  plans  that  were  in  effect  at 
the  valuation  dates.  The  actuarial  liabilities  represented  the  actuaries’  estimates  of  the  present  value  of  benefits 
expected  to  be  paid  in  the  future,  attributed  to  service  performed  prior  to  the  valuation  dates.  These  liabilities 
included  provision  for  future  cost-of-living  benefits  equal  to  60%  of  the  annual  increase  in  the  Consumer 
Price  Index. 

The  valuations  were  based  on  economic  assumptions,  including  a long-term  rate  of  return  on  pension  fund 
assets  of  4.0%  over  the  level  of  price  inflation.  The  rate  was  based  on  a long-term  rate  of  return  of  9%  per 
annum  and  price  inflation  of  5%  for  the  Public  Service  plan,  and  8%  and  4%  respectively  for  the  Management 
Employees  and  Public  Service  Management  (Closed  Membership)  plans.  Demographic  assumptions  used  in 
the  valuations  reflect  the  experience  of  the  plans.  The  assumptions  used  were  adopted  after  consultation 
between  the  pension  plan  boards,  the  government  and  the  actuaries. 

The  December  31,  1993  and  1994  actuarial  valuations  have  been  extrapolated  to  March  31,  1995. 

Pension  plan  fund  assets  are  valued  at  market  related  values  on  the  valuation  dates  extrapolated  to  March  3 1 , 
1995. 

The  Province’s  liability  for  the  Public  Service  and  the  Management  Employees  pension  plans  represents  the 
estimated  present  value  of  its  future  additional  contributions  at  December  31,  1993  and  1994  respectively, 
extrapolated  to  March  31,  1995.  These  additional  contributions  are  required  to  be  paid  by  the  Province  over 
the  next  41  and  48  years  respectively.  The  Province’s  liability  for  the  Public  Service  Management  (Closed 
Membership)  pension  plan  represents  the  estimated  present  value  at  December  31,  1994  of  benefits  payable 
less  assets  available,  extrapolated  to  March  31,  1995. 

The  total  pension  related  expenditures  include  the  following  components: 

In  millions 


1995  1994 

Pension  expenditure  for  current  service: 

Normal  contributions  as  employer  $ 60  $ 65 

Interest  on  the  Province’s  liability,  net  of  amortization  95  101 

Total  pension  related  expenditures  $155  $166 


(d)  The  Province  has  a liability  for  payment  of  pension  benefits  under  a defined  benefit  pension  plan  for  Members 
of  the  Legislative  Assembly.  Active  participation  in  this  plan  was  terminated  as  of  June  1993,  and  no  benefits 
can  be  earned  for  service  after  this  date.  An  actuarial  valuation  of  the  plan’s  liability  at  December  31,  1994 
was  based  on  similar  assumptions  to  those  used  for  the  pension  plans  referred  to  in  (c)  above.  The  actuarial 
valuation  determined  an  unfunded  liability  of  $55  million.  The  liability  at  March  31,  1995,  including 
extrapolation  adjustments,  is  also  $55  million. 

In  addition,  the  government  agreed  in  1991  to  contribute  $23  million  proportionately  to  the  five  pension  plans 
referred  to  in  (b)  and  (c)  above  in  existence  at  that  date.  The  liability  at  March  31,  1995  is  $32  million. 
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OTHER  ACCRUED  LIABILITIES 


In  millions 


1995 

1994 

Future  funding  to  school  boards  to  enable  them  to  repay  debentures 
issued  to  the  Alberta  Municipal  Financing  Corporation 

Guarantees,  indemnities  and  remissions: 

$1,543 

$1,534 

Credit  union  assistance  (a) 

151 

150 

Guarantees  and  indemnities  (Schedule  15) 

74 

166 

Remissions  for  student  loans  (Schedule  15) 

73 

55 

Other 

53 

68 

351 

439 

Vacation  entitlements  and  long  term  disability  benefits 

220 

218 

Other 

4 

— 

$2,118 

$2,191 

(a)  The  Province  has  agreed  to  indemnify  and  fund  interest  to  the  extent  necessary  on  $335  million  of  debentures 
issued  by  S C Financial  Ltd.  to  credit  unions  in  exchange  for  stabilization  preferred  shares  of  the  credit  unions. 
The  indemnity  will  expire  on  October  31,  2010. 


EQUITY  IN  ALBERTA  MUNICIPAL  FINANCING  CORPORATION 


Alberta  Municipal  Financing  Corporation  equity  (a) 


In  millions 

1995  1994 

$539  $514 


(a)  Alberta  Municipal  Financing  Corporation  equity  has  been  excluded  from  net  debt  of  the  Province  because  it 
represents  profits  of  the  corporation  which  the  corporation  has  the  power  to  pay  to  municipal  and  other 
shareholders  that  have  borrowed  money  from  the  corporation. 


Schedule  13 


Schedule  14 
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GUARANTEES  AND  INDEMNITIES  (a) 

In  millions 


1995 

1994 

Expiry  Date 

Guarantees: 

Farm  Credit  Stability  Act  (b) 

$1,180 

$1,302 

2011 

Alberta  Housing  Act 

436 

479 

2022 

Student  Loan  Act 

224 

261 

Ongoing 

Alberta  Newsprint  Funding  Corporation 

183 

212 

2004 

AEC  Power  Limited 

122 

140 

1999 

Special  Waste  Management  Corporation  Act 

93 

79 

2002 

Slave  Lake  Pulp  Partnership 

91 

96 

2006 

Agriculture  Financial  Services  Act 

64 

55 

Ongoing 

Feeder  associations 

41 

47 

Ongoing 

Canadian  Airlines  International  Ltd. 

38 

50 

1997 

Small  Business  Term  Assistance  Act  (b) 

30 

57 

1996 

Agricultural  Societies  Act  (b) 

17 

21 

2015 

Kananaskis  Alpine  Resort  Inc. 

8 

8 

2013 

Alberta  family  first  home  program  (b) 

5 

21 

1996 

Alberta  Opportunity  Fund  Act 

5 

4 

Ongoing 

Fletcher’s  Fine  Foods  Ltd. 

5 

5 

2000 

Export  program  (b) 

5 

7 

1996 

Centre  for  Frontier  Engineering  Research 

4 

4 

2005 

Rural  utilities  loans 

3 

3 

Ongoing 

Pocaterra  Development  Corporation 

2 

2 

2014 

Magnesium  Company  of  Canada  Ltd. 

2 

49 

(c) 

University  of  Calgary 

2 

2 

2016 

Skimmer  Oil  Separators  Ltd. 

1 

1 

1999 

Alberta  capital  loan  program  (b) 

1 

3 

1996 

Banff  Centre  for  Continuing  Education 

1 

2 

2014 

University  of  Lethbridge 

1 

2 

2022 

Weldwood  of  Canada  Limited 

— 

232 

(c) 

Vencap  Equities  Alberta  Ltd. 

— 

32 

(c) 

Chembiomed  Ltd. 

— 

12 

(c) 

Smoky  River  Coal  Limited 

— 

10 

(c) 

Irrigation  Act 

5 

(c) 

Other  under  $1  million 

2 

2,566 

3 

3,206 

Various 

Indemnities: 

Canadian  Western  Bank  (d) 

15 

— 

1997 

Canada  Deposit  Insurance  Corporation 

15 

15 

2009 

Other  under  $1  million 

1 

31 

2,597 

15 

3,221 

1999 

Less:  Estimated  liability  (Schedule  13): 

Guarantees  and  indemnities 

Remissions  for  student  loans 

74 

73 

147 

$2,450 

166 

55 

221 

$3,000 

Schedule  15 


(a)  Authorized  loan  guarantee  limits  are  shown  below  where  applicable.  Where  authorized  loan  guarantee  limits 
are  not  noted,  the  authorized  limit  declines  as  guaranteed  or  indemnified  loans  are  repaid. 

No  new  program  guarantees  are  being  issued  under  the  following  programs  or  Acts:  Alberta  family  first  home 
program,  export  program,  Small  Business  Term  Assistance  Act,  Alberta  capital  loan  program,  and  Farm  Credit 
Stability  Act  (FCSA).  The  final  claims,  if  any,  should  be  finalized  in  1 996-97  for  the  aforementioned  programs, 
except  the  FCSA,  for  which  guaranteed  loans  extend  to  201 1 . 

Guarantee  programs  under  the  following  Acts  are  ongoing: 

— Student  Loan  Act  (authorized  guarantee  limit  set  by  Order  in  Council  is  $400  million) 

— Agricultural  Societies  Act  (authorized  guarantee  limit  set  by  statute  is  $50  million  - no  guarantees  were 

given  under  this  program  during  1994-95) 

— Feeder  Associations  Guarantee  Act  (authorized  guarantee  limit  set  by  Order  in  Council  is  $65  million) 

— Rural  Utilities  Act 

— Irrigation  Act  (no  guarantees  outstanding) 

— Agriculture  Financial  Services  Act 

— Alberta  Opportunity  Fund  Act 


38 


PUBLIC  ACCOUNTS  1994-95 


GUARANTEES  AND  INDEMNITIES  (continued) 


Schedule  15  (continued) 


The  lender  takes  appropriate  security  prior  to  issuing  a loan  to  the  borrower  which  is  guaranteed  by  the 
Province.  The  security  taken  depends  on  the  nature  of  the  loan.  Working  capital  loans  are  generally  secured 
by  accounts  receivable  and  inventory.  Term  loans  are  generally  secured  by  fixed  and  floating  charges  on  plant 
and  equipment.  Residential  loans  are  secured  by  mortgages.  Interest  rates  are  negotiated  with  the  lender  by 
the  borrower  and  typically  range  from  prime  to  prime  plus  two  percent. 

Reported  indemnities  are  restricted  to  those  relating  to  loans  or  other  financial  instruments. 

(b)  The  expiry  date  shown  is  the  latest  expiry  date  for  guaranteed  loans  under  the  program. 

(c)  Loans  have  expired,  are  in  the  process  of  realization  of  security,  or  guarantees  are  paid  out. 

(d)  Pursuant  to  O.C.  562/94  respecting  the  sale  of  North  West  Trust  Company,  the  Province  issued  a $ 1 5 million 
loan  loss  and  environmental  indemnity  to  Canadian  Western  Bank  (CWB),  which  reduces  to  $7.5  million 
after  December  31,  1996.  The  environmental  indemnity  expires  December  31,  1995  and  the  loan  loss 
indemnity  expires  December  31,  1997.  The  Province  has  indemnified  CWB  for  non-recovery  of  a specific 
loan,  and  for  out-of-pocket  expenses  or  judgements  related  to  that  loan  including  interest  calculated  on  the 
outstanding  balance  at  CWB’s  prime  less  one-quarter  of  one  percent.  The  Province  has  also  indemnified  CWB 
against  losses  arising  out  of  deficiencies  in  loan  security  documentation.  The  latter  indemnity  expires  June 
30,  1996. 
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LISTING  OF  ORGANIZATIONS 

The  financial  statements  of  the  following  organizations  are  consolidated  in  these  financial  statements: 

General  Revenue  Fund 
Revolving  Funds: 

Community  Development  Revolving  Fund 

Economic  Development  and  Tourism  Revolving  Fund 

Education  Revolving  Fund 

Environmental  Protection  Revolving  Fund 

Gas  Alberta  Operating  Fund 

Pension  Plan  Administration  Fund 

Personnel  Administration  Office  Revolving  Fund 

Public  Works,  Supply  and  Services  Revolving  Fund 

Transportation  Revolving  Fund 

Treasury  Revolving  Fund 

Regulated  Funds: 

Alberta  Heritage  Foundation  for  Medical  Research  Endowment  Fund 

Alberta  Heritage  Savings  Trust  Fund 

Alberta  Heritage  Scholarship  Fund 

Alberta  Planning  Fund 

Alberta  Risk  Management  Fund 

Alberta  School  Foundation  Fund 

Crop  Reinsurance  Fund  of  Alberta 

Environmental  Protection  and  Enhancement  Fund 

Farm  Credit  Stability  Fund 

Fish  and  Wildlife  Trust  Fund 

Historic  Resources  Fund 

Irrigation  District  Rehabilitation  Endowment  Fund 
Livestock  Patrons’  Assurance  Fund 
Lottery  Fund 

Motion  Picture  Development  Fund 
Small  Business  Term  Assistance  Fund 
Utility  Companies  Income  Tax  Rebates  Fund 
Victims’  Programs  Assistance  Fund 

Provincial  Agencies: 

Agriculture  Financial  Services  Corporation 
Alberta  Agricultural  Research  Institute 
Alberta  Alcohol  and  Drug  Abuse  Commission 
Alberta  Dairy  Control  Board 

The  Alberta  Educational  Communications  Corporation 

Alberta  Electric  Energy  Marketing  Agency 

Alberta  Environmental  Research  Trust 

Alberta  Foundation  for  the  Arts 

The  Alberta  Historical  Resources  Foundation 

Alberta  Insurance  Council 

Alberta  Motion  Picture  Development  Corporation 

Alberta  Multiculturalism  Fund 

Alberta  Municipal  Financing  Corporation 

Alberta  Oil  Sands  Technology  and  Research  Authority 

Alberta  Opportunity  Company 

Alberta  Petroleum  Marketing  Commission 

Alberta  Racing  Commission 

Alberta  Research  Council 

Alberta  Resources  Railway  Corporation 

Alberta  Social  Housing  Corporation 

Alberta  Special  Waste  Management  Corporation 

Alberta  Sport,  Recreation,  Parks  and  Wildlife  Foundation 

Energy  Resources  Conservation  Board 

Environment  Council  of  Alberta 

Tourism  Education  Fund 

Glenbow-Alberta  Institute 

The  Government  House  Foundation 
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PUBLIC  ACCOUNTS  1994-95 


LISTING  OF  ORGANIZATIONS  (continued) 

Natural  Resources  Conservation  Board 
Public  Utilities  Board 
Take-or-pay  Costs  Sharing  Fund 
Tire  Recycling  Management  Board 
The  Wild  Rose  Foundation 
540540  Alberta  Ltd. 

The  following  organizations  are  accounted  for  on  the  equity  basis  in  these  financial  statements: 

Commercial  Enterprises: 

The  Alberta  General  Insurance  Company 

The  Alberta  Government  Telephones  Commission 

Alberta  Intermodal  Services  Ltd. 

Alberta  Liquor  Control  Board 

Credit  Union  Deposit  Guarantee  Corporation 

N.A.  Properties  (1994)  Ltd. 

Treasury  Branches  Deposits  Fund 
The  Workers’  Compensation  Board  (a) 

Crown-controlled  Corporations: 

Chembiomed  Ltd. 

Gainers  Inc. 

North  West  Trust  Company  (b) 


Schedule  16  (continued) 


(a)  Dissociated  from  the  government  reporting  entity  effective  January  1,  1995. 

(b)  Disposed  of  during  the  1994-95  fiscal  year. 
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